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SUB J : UNION CARBIDE APPLICATION FOR EXIM LOANS 

1. UNION CARBIDE HAS RECEIVED GOI APPROVAL TO ESTABLISH A 
PESTICIDE MANUFACTURING PLANT IN INDIA AND TO IMPORT AP- 
PROXIMATELY $2.5 MILLION WORTH OF CAPITAL GOODS REQUIRED 
FOR THIS PLANT. WHILE APPROVAL FOR THIS PRIORITY PLANT 

WAS SPEEDILY GRANTED THE MECHANICS OF THE FOREIGN EXCHANGE 
ALLOCATION HAVE ALREADY CAUSED CONSIDERABLE DELAY AND 
THREATEN TO TIE THIS PROIECT UP EVEN FURTHER. 

2. THE GOI WOULD LIKE UNION CARBIDE TO OBTAIN ITS FOREIGN 
EXCHANGE THROUGH ICICI OR OTHER SIMILAR INDIAN FINANCIAL 
INSTITUTIONS. IT HAS BEEN LONG STANDING GOI POLICY IN SUCH 
CASES TO INSIST ON GOI REPRESENTATION ON COMPANY BOARDS AND 
TO HAVE THE RIGHT TO CONVERT SOME OF THE BORROWED FUNDS INTO 
EQUITY CAPITAL AT GOI DISCRETION. UNION CARBIDE IS CLEARLY 
UNWILLING TO ACCEPT EITHER OF THESE CONDITIONS IN EXCHANGE 
FOR A MINIMAL FOREIGN EXCHANGE AMOUNT WHICH IT COULD OB- 
TAIN OTHERWISE. AFTER SIX MONTHS OF NEGOTIATION GOI FIN- 
ALLY AGREED TO PERMIT UNION CARBIDE TO BORROW THROUGH COM- 
MERCIAL AND EXIM CHANNELS BUT INSISTED THAT UNION CARBIDE OB- 
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3. THE FINANCIAL ISSUE INVOLVED IS MINISCULE (THE DIF- 
FERENCE BETWEEN EXIM AND COMMERCIAL INTEREST RATES ON 15 
PERCENT OF $2.5 MILLION) AND UNION CARBIDE IS, IN 
PRINCIPLE, WILLING TO BORROW MORE COMMERCIALLY. IT COULD 
(BUT WOULD PREFER NOT TO) BUY THE NECESSARY EQUIPMENT IN 
GERMANY AND MEET GOI REQUIREMENTS IN THIS MANNER. AS SEEN 
FROM THE GOI POINT OF VIEW THE ISSUE IS ONE OF PRINCIPLE 

AND IT HAS ALREADY AGREED TO COMPROMISES NOT USUALLY AVAIL- 
ABLE TO INDIAN BORROWERS. 

4. WHILE WE DO NOT ENDORSE THE GOI POLICIES WHICH HAVE LED 

TO THE DILEMMA WE RECOMMEND EXIM FAVORABLE CONSIDERATION OF 
FULL 45 PERCENT PARTICIPATION IN THIS BORROWING. WE DO NOT 
BELIEVE IT ESTABLISHED A PRECEDENT AND ONLY ARISES BECAUSE 
OF THE US MAJORITY OWNERSHIP INVOLVED. NO OTHER INDIAN AP 
PLICANT FOR EXIM COULD PUT FORWARD A SIMILAR CASE. WE BE- 
LIEVE SUCH ACTION WOULD BE IN LINE WITH INDO-US COOPERATION 
IN THE JOINT COMMISSION AND ITS EMPHASIS ON US PRIVATE CO- 
OPERATION IN AGRICULTRUAL INPUTS. THE AMOUNT AT STAKE IS ONLY 
$200,000, THE RISK FACTOR NONEXISTENT WHILE THE GAIN FROM 
USG FLEXIBILITY IN BILATERAL COOPERATION AND AGRICULTURAL 
INPUTS WOULD BE SIGNIFICANT. FAILURE TO ACT AT A 
MINIMUM DELAYS THE PROJECT AND MIGHT WELL LEAD TO LOSS 
OF EXPORT SALES AS UNION CARBIDE ATTEMPTS TO MEET GOI 
REQUIREMENTS ELSEWHERE. 

5. WE WOULD APPRECIATE BEING KEPT ADVISED OF THE STATUS 
OF THIS CASE. 
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